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1977-78 


deuxieme trimestre 


rapport 


financier 
interimaire 


pour les six Mois 
se terminant le 


28 fevrier 1978 


TELECAPITALELTEE 
etverfiliales 


inscrit aux bourses de Montréal et de Toronto 


Québec, le 19 avril 1978 
RAPPORT AUX ACTIONNAIRES : 


Pour le trimestre se terminant le 28 février 
1978, les revenus consolidés ont été de 
$5,159,904, comparativement a $3,986,009 
pour la méme période l’an dernier. Les béne- 
fices nets consolidés ont ete de $1,016,509 
soit $0.46 par action ordinaire comparative- 
ment a $580,337 soit $0.26 l’annee prece- 
dente. 


Par ailleurs, pour l’exercice de six mois, clos 
a cette méme date, les revenus consolides 
ont atteint $11,805,426 par rapport a 
$9,643,506 l’an dernier. De cet accroisse- 
ment de 22.4% des revenus, les béenefices 
nets consolidés sont passes de $1 986,420 a 
$2,763,096, produisant un benéfice net par 
action ordinaire classe A et classe B de $1 24n 
comparé a $0.92 I’an dernier. 


Dans quelques jours, la compagnie prendra 
possession de la nouvelle station de télevi- 
sion a Rimouski. Les installations de nos 
équipements techniques devraient étre 
terminées a la fin de mai et la mise en ondes 
de la station CFER-TV est prévue pour le 
début de juin 1978. 


Un dividende de 10 cents l’action a ete 
déclaré aujourd'hui sur les actions ordinaires 
classe A et un dividende de 30 cents sur les 
actions ordinaires classe B, payable le 15 
mai 1978 aux actionnaires enregistres aux 
livres le 5 mai 1978. 


Les résultats financiers qui accompagnent 
ce rapport n’ont pas ete verifies par les 
vérificateurs de la compagnie et sont sujets 
aux ajustements de fin d’anneée. 


Jean A. Pouliot 
Président et chef de la direction 


ETAT CONSOLIDE DE L'EVOLUTION 
DE LA SITUATION FINANCIERE 
POUR L'EXERCICE DE TROIS MOIS TERMINE LE 28 FEVRIER 
(nor vérifié — en milliers de dollars) 


1978 1977 
PROVENANCE DES FONDS : 
Benetices NetSa 2. asa ee oreo $2,763 $1,986 
Amortissement et autres postes n’influant 
pas sur la trésorerie............-+.-++-- 221 224 
Fonds provenant de l'exploitation......... 2,984 2,210 
Diminution des préts a certains employes .... 20 150 
3,004 2,360 
AFFECTATION DES FONDS : 
Acquisition d'immobilisations............-. 729 158 
Placements: a ean So er eaeaee 201 — 
Diminution de la dette a long terme......... 286 45 
Dividendes; a0 eee re ae tor 396 300 
Frais reportés — nouvelles stations de 
tolOVISIONG ate ee 93 = 
1,705 503 
Augmentation du fonds de roulement...... 1,299 1,857 
Fonds de roulement au début de l'exercice... _ 6,609 3,/13 
Fonds de roulement a la fin de l'exercice.... $7,908 $5,570 


ETAT CONSOLIDE DES BENEFICES 
POUR L'EXERCICE DE TROIS MOIS TERMINE LE 28 FEVRIER 
(non vérifie — en milliers de dollars) 


1978 1977 
REVENUS : 
Telediiusion= ee $8,374 $6,712 
Radioditfusion aastestee ee EE = PAMAL 
Aut eSe ee ee ee nes 817 861 
11,805 9,643 
A déduire : commissions encourues......... 499 413 
11,306 9,230 
FRAIS D'EXPLOITATION : 
(dépenses ci-aprés non incluses).........-- 5,602 4,999 
5,704 4,231 
A déduire : 
Amortissementsscee eee 242 234 
Intéréts — dette a long terme.............. 168 182 
Bénéfices avant impéts surle revenu...... 5,294 3,815 
Impots sur le revenu..........-----6-- +++! 2531 — 1,828 
Beénéfices nets de l'exercice...........-. $2,763 $1,986 
Bénéfices nets par action ordinaire 
Classe “A” et classe “B” 
Tel trimest!@2c sss ee $ 0.81 S$ 0.66 
Same trimestl ss= cis ees een $ 0.46 $ 0.26 
Samestles ce ean ee ee $-],27= 820.92 
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Tele-Capital Ltd. 
HIGHLIGHTS 


(in thousands of dollars except for amounts per share) 


Revenue 

Net earnings 
Working capital 
Total assets 
Shareholders’ equity 


Per share: 
Book value 
Earnings before extraordinary items 


ONTARIO > 
a 


A= 


_——— 


TORONTO 
“ oo ey 
UNICOM 


ONTREAL 


1977 


~$18,965 


3,475 
6,608 
15,714 
10,142 


4.55 
1.60 


1976 


$15,923 


2,829 
3,713 
13,352 
7,395 


3.23 
144 


TELE-CAPITAL LTD. 
Board of Directors 


René Amyot** 
Partner with the law firm 
Amyot, Lesage, Lesage, Bernard & Lengvari 


Michel Baribeau* 
President Baribeau Industries Inc. 


Wilbrod Bhérer* 
Chairman of the Board 
Canadian Vickers Limited 


Roland Giguére** 
President and Chief Executive Officer 
Télé-Métropole Inc. 


Roger Létourneau** 
Partner with the law firm Létourneau, Stein, 
Marseille, Delisle & Larue 


Jean A. Pouliot* 
President and Chief Executive Officer 
Tele-Capital Ltd. 


Claude Pratte, Q.C.* 
Lawyer 


Paul G. Vien, Vice-president, 
Corporate Finance and Director, 
Nesbitt, Thomson Limited 


* Members of the Executive Committee 
** Members of the Audit Committee 


Wholly-owned subsidiaries: 

Tele-Capital Enterprises Ltd. 
Division CFCM-TV / CKMI-TV’ 
Division Rimouski — CFER-TV 
Division Radio Laval — CKLM 

C.H.R.C. Limitée 

Tele-Capital Unicom Ltd. 

Immeubles Télé-Capitale Ltée 


Associated company: 
Les Productions du Verseau Inc. (40%) 


Head office: 

1000 Myrand Ave., Ste. Foy, P.Q. 
Postal code: G1V 2W3 
Telephone: (418) 688-9330 


Officers 


President and Chief Executive Officer 
Jean A. Pouliot 


Vice-president — Television (Québec) 
France Fortin 


Vice-president — Television (Rimouski) 
Gilles Grégoire 


Vice-president — Radio (Montréal) 
Guy Morin 

Vice-president — Radio (Québec) 
Paul Chamberland 


Vice-president — Station representation 
Pierre Duhaime 


Controller 
Jules Bellegarde 


Treasurer 
Léon Delisle 


Secretary 
Jean De Blois 


Assistant Secretary 
Jean Marier 


Vice-presidents and General Managers 


France Fortin 
Gilles Grégoire 
Guy Morin 

Paul Chamberland 
Pierre Duhaime 
Gérard Mercier 


Listed on the Montréal and Toronto stock exchanges 


DIRECTORS’ REPORT 


It is with satisfaction that the directors submit this fifth 
annual report since Tele-Capital Ltd. has become a 
public company. Steady progress continued to be made 
throughout this period, especially during the last 
quarter. 


The development phase has been completed and the 
company now has the people, administrative structures 
and resources to ensure its future growth. 


The directors have continued in their efforts to make 
Tele-Capital Ltd. a prosperous concern and have done 
so despite an uncertain economic and political climate. 
They have gone ahead with the addition of new tele- 
vision stations, developed the production of both adver- 
tising messages and programs and stimulated 
commercial representation. They are prepared for 
other opportunities which will enable them to make 
‘maximum use of the human and financial resources 
which Tele-Capital Ltd. now possesses. 


Financial results for the year 


The financial results for the year 1976-77 are very 
satisfactory. The progress made last year has been 
maintained: our consolidated net earnings, before 
extraordinary items, increased to $1.60 per share, 
compared to $1.11 in 1975/76. Earnings, before extraor- 
dinary items, rose from $2.4 to $3.5 million, an increase 
of 45%. The return on shareholders’ equity amounts 

to approximately 34%. Although sales increased by $3.0 
million, the increase in expenses was only $1.2 million. 


In view of these results, the Board of Directors has 
increased the dividend for the first quarter to $0.10 
per share, from $0.075 previously; this is the maximum 


increase permitted by the anti-inflation regulations. 


Review of the year’s operations 


As a measure of the popularity of a radio or a television 
station, audience ratings are a constant concern to the 
subsidiaries of Tele-Capital Ltd. In this respect, the 
majority of our stations have met with success over 

the years. 


The CFCM-TV/CKMI-TV division has maintained its 
popularity with the public at a traditionally high level. 
Management nonetheless intends to make special 
efforts to increase this. Likewise, radio station CHRC 

in Québec City is directing its energies towards increas- 
ing even more its already vast audience, by means of 
programming specifically aimed at listeners in the 20 

to 45 age group. CHOI-FM has also been successful 

in its efforts to become increasingly identified with its 
target audience of young adults. 


As far as radio station CKLM in Montréal (Laval) is con- 
cerned, it has made remarkable progress. When this 
station was acquired, its ratings were very low and 
difficulties were experienced in the initial stages. How- 
ever, over the past two years, its weekly audience has 
risen from an average of 68,000 listeners to 500,000. 
This outstanding increase means that the station’s 
revenue doubled during the year 1976-77, and we can 
now look forward to CKLM becoming a paying proposi- 
tion in the near future. 


Labor relations have also engaged management's 
attention during the past year. In Québec City, the 
CFCM-TV/CKMI-TV division reached an agreement 


with its employees. The new contract, which covers a 
period of three years, is somewhat onerous but 
acceptable under the circumstances. 


The operations of Tele-Capital Unicom Ltd. have 
levelled off after several years of rapid growth as a 
national advertising sales representative. Changes in 
tax regulations affecting Canadian advertising over 

U.S. channels have had an adverse effect and con- 
siderably reduced our sales in this sector. However, 
Tele-Capital Unicom Ltd. has exceeded last year’s sales 
volume on behalf of each of the stations it continues 

to represent on a national scale. 


Future possibilities 


Special mention should be made of the development of 
possibilities upon which the continued growth of Tele- 
Capital Ltd. may be based in years to come. 


For instance, our applications to the Canadian Radio- 
Television and Telecommunications Commission for 
permission to operate a television station in Rimouski and 
a transmitter in Sept Iles were favourably received and 
Tele-Capital Ltd. now holds licences to operate these 
stations. Already, a nucleus of experienced and highly 
motivated people is at work to ensure the smooth run- 
ning of this project. Most of the equipment has already 
been purchased and construction of buildings is well 
under way. We are confident that these new stations 
will be successful. 


An associated company, Les Productions du Verseau 
Inc. had a successful year in 1976-77. Its results were 
encouraging and show promise for the future. Tele- 
Capital Ltd. has entered another domain by acquiring 
an interest in a new venture — Canada All-News 
Radio CKO — which operates a network for news only. 
This is the first project of its kind in Canada and Tele- 
Capital Ltd. believes it has certain advantages which 
justify our participation. 


The directors realize that progress during the past year 
and, in fact, during the whole of the five-year period 
then ended, has resulted from the pooled talents and 
energies of the entire personnel. We wish to reiterate 
our thanks to each and every member of the staff. 

Our success is due in large measure to their efforts 
and, with their continued cooperation, we believe we 
can reach our objectives in 1977-78 despite the adverse 
economic situation, and so continue to progress in a 
satisfactory manner. 


On behalf of the Board of Directors, 


Claude Pratte, Q.C. 
Chairman of the Board 


Jean A. Pouliot 
President and Chief Executive Officer 


December 13th, 1977 


TELE-CAPITAL ENTERPRISES LTD. 


DIVISION 


cecm-TY CKMI-TV 


CFCM-TV/CKMI-TV 


The profits of the CFCM-TV/CKMI-TV division showed 
a 16% increase over last year. These results are all 
the more satisfactory considering that the collective 
agreement signed in January 1977 is very onerous. 
This new contract, which will run until January 1979, 
was considered acceptable under the circumstances. 
The question of the positions to be included in the bar- 
gaining unit had to be discussed at a public hearing 

of the Labor Relations Board. We were able to exclude 
most of our executive employees from the bargaining 
unit, which we believe vital to the efficient management 
of the company. 


Our principal consideration is to please the public’s 
taste. We have maintained and, in some cases, 
increased our audience ratings. Our efforts in the field 
of local production have received official recognition. 
CFCM-TV was awarded four prizes, three of them for 
first place, at the last Can-Pro Festival. CFCM-TV has 
produced an increased number of programs for the TVA 
network, thus meeting a CRTC requirement. Some 
major changes have also been made in program 
management and these changes will help us in our 
constant aim to improve both the quality and the 
quantity of our programming. 


On the technical side, it is worth mentioning that we 
have acquired new portable equipment which will 
improve the quality and cut the cost of production. 
Furthermore, the commercial production department 
has developed a new technical process which uses 
this equipment and is expected to stimulate sales. 
By the time this report is published, an addition to 
our present building will have been completed. Our 
transmitters will be better protected against fire hazards 
and the installation of an emergency generator will 
enable us to continue to broadcast during power fail- 
ures. Finally, we are establishing new and more 
efficient data processing systems. 


TELE-CAPITAL ENTERPRISES LTD. 
DIVISION 


@ 


RIMOUSHI- SEPT-ILES 


CFER-TV 


In April 1977, the CRTC granted Tele-Capital Enter- 
prises Ltd. the right to operate a television station in 
Rimouski and a transmitter in Sept Iles. Since then, 
construction has begun on studios and transmission 
facilities in Rimouski as well as Sept Iles. At Rimouski, 
the work has been entrusted to a local architect and a 
local contractor. The Rimouski station is expected to go 
on the air in June 1978, followed by Sept lles one 
month later. An experienced and highly motivated group 
of people is already at work to ensure the efficient 
operation of this project. 


Seven and a half hours per week will be devoted to 
the broadcasting of local productions, according to the 
terms of our licences. Programs will be designed to suit 
the tastes and needs of our viewers. Particular 
emphasis will be placed on local production of com- 
mercials. Technical and human resources have 

already been provided for. We will try to recruit 
employees from among the local population of Rimouski 
and Sept Iles. There will be 33 people on staff, exclud- 
ing free-lancers assigned to the news department and 
the commercial production department. 


The Rimouski station will be an integral part of the TVA 
network and will serve the following major urban areas, 
from east to west : Trois Pistoles, St. Fabien, Bic, 
Rimouski, Pointe au Pére, Mont Joli, Matane and, 

on the North Shore : Hauterive, Baie Comeau, Sept 
lles, Port Cartier and Clark City. 


TELE-CAPITAL ENTERPRISES LTD. 


CKLM 


Radio-Laval has made remarkable progress since its 
acquisition four years ago. Over the past two years, its 
‘audience has increased to a weekly average of 
almost 500,000 people. According to the most recent 
survey, the station ranks third among the ten privately- 
owned French-language AM and FM stations in the 
Montréal region. Two years ago, CKLM was last, with 
an average of approximately 68,000 listeners. 


This spectacular recovery is reflected in the sales, 
which have doubled in one year. Since operating costs 
for that period rose by only 12%, results are now very 
encouraging. Losses decreased by $250,000 from the 
previous fiscal year and were $115,000 lower than 
forecast. Revenues now cover all costs with the 
exception of interest on the debt. These results augur 
well for the future, particularly since new markets are 
beginning to open up. This year, sales to clients who 
operate on a national basis became an important 
factor, providing 18% of the station’s income. 


More than 40% of the station’s audience is between the 
ages of 18 and 34. The CKLM team, with an average 
age of barely 25, is tuned-in to this age group. While 
keeping to its format, the station is dynamic and makes 
full use of the team’s creativity. For example, over the 
past twelve months, CKLM has won a number of 
awards and honourable mentions such as gold records, 
“pest disco station in Canada”, etc. 


However, the battle is not yet won. Three new French- 
language FM radio stations have recently been 
established in the Montréal region and the sharing of 
audience and revenues is bound to be affected. Never- 
theless, we remain confident that CKLM’s present 
progress will continue. 


chre 


choi 


CHRC/CHOI-FM 


CHRC has achieved excellent financial results. Net 
earnings for the fiscal year were 23% higher than last 
year, thanks to increased sales. 


CHRC is entering its second half-century with all the 
vitality of a young station. It is by far the most popular 
radio station in Québec City. Efforts to maintain or 
even increase its lead over the other stations are 
continuing and are mainly aimed at modern young 
couples. CHRC is truly integrated into the Québec City 
scene and is an enthusiastic participant in local leisure, 
sports and entertainment activities. 


CHRC wants to improve its news services. This year, 
a new director was appointed. Two reporters were 
assigned to the Québec National Assembly and one to 
the House of Commons in Ottawa. The quality of 
newscasting has already improved and further benefits 
will ensue. 


As confirmed by surveys, CHOI-FM continues to 
develop. A large proportion of its listeners are the young 
adults who are the station’s target audience. During 

the past year it has broadcast around-the-clock pro- 
grams aimed at this market. 


Technical improvements have been made in the 
equipment of both stations. Thus, CHRC now owns 
emergency equipment enabling it to broadcast, without 
interruption, despite major breakdowns and power 
failures. CHOI-FM is now connected to its Val-Bélair 
transmitter by a microwave link, which improves the 
quality of sound and makes it possible to use remote 
control, with resulting economies. 


TELE-CAPITAL UNICOM LTD. 


TELE-CAPITAL UNICOM LTD. 


This year, we undertook the analysis and integration 
of various sectors of our operations, with a view to 
improved profitability and efficiency. These changes 

in our administrative structures and operating methods 
have borne fruit since our operations show a satis- 
factory profit. This is a turning point in the short history 
of this division, where sales have increased rapidly. 


We have also made changes to streamline the 
company’s operations. Thus, all the accounting is now 
done in Montréal, where the management is located. 
Furthermore, we have begun to automate our systems. 
We expect our computerization program to be com- 
pleted in the spring of 1978 and should then see an 
improvement in the operating efficiency of the sales 
and administration sectors. We have also closed our 
Vancouver office, which could not be made profitable. 


Under Bill C-58, Canadian companies can no longer 
deduct from their income for tax purposes the cost of 
adverstising on U.S. television channels whose signals 
are widely picked up in Canada. This legislation had a 
decided impact on the amount of business available. 
Nevertheless, we were able to achieve a higher volume 
of sales during the 1976-77 fiscal year than during the 
previous one, in each of the 21 radio and 5 television 
stations which the company continued to represent. 
Finally, four new stations have joined the ranks of our 
customers. 


1A 


1 Construction started in October on CFER- 
TV, Tele-Capital’s new station in Rimouski 
county. With rebroadcasting facilities in 
Sept Iles, CFER-TV should be in operation 
by early summer 1978 and will cover the 
Lower St. Lawrence and North Shore 
areas. 


2 At the CAN-PRO 77 festival, four local 
productions of CFCM-TV won national 
recognition. France Fortin, vice-president 
and general manager of CFCM-TV/CKMI- 
TV (second from right), accompanied by 
producers of the winning programs Jean 
Gagné, Allan Schofield and Michel Bro- 
deur, admires the hand-crafted trophies. 


3 Activities at Québec’s National Assembly 
come under scrutiny on CETTE SEMAINE 
A L’ASSEMBLEE NATIONALE, a weekly 
program produced by CFCM-TV for the 
TVA network. Heéléne Biron, Normand 
Girard, Jean Soucy and Charles DeBlois 
shed light on new or proposed legislation. 


4 André Paillé, host of ENTRE 8 ET 9, jokes 
with Marc Simoneau, sports director of 
CHRC, who appears regularly on CFCM- 
TV. Both men lead a two-pronged pro- 
fessional life, dividing their time and talents 
between CHRC and CFCM-TV. 


5 During the 1976/77 season, LES GENS 
QUI FONT L’EVENEMENT, a TVA public 
affairs program about people in the news, 
was produced in Montréal by CFTM-TV 
and in Québec by CFCM-TV, where André 
Arthur was reporter-interviewer. André 
is now host of DIALOGUE on CFCM-TV, 
and of POINT DE VUE on CHRC. 


6 Summer in Québec is enlivened by 
BONANZA, an annual contest organized 
by the sales department of CFCM-TV/ 
CKMI-TV for their clients. This year the 
Bonanza girls performed at a new western 
village, using the stations’ mobile equip- 
ment to capture the atmosphere. 


FINANCIAL REPORT 
Tele-Capital Ltd. and subsidiaries 


CONSOLIDATED BALANCE SHEET at August 31 


ASSETS 


Current assets: 
Cash and term deposits 
Accounts receivable 
Prepaid expenses 
Prepaid television rights to films (Note 1 b)) 


Loans to certain officers and employees (Note 4) 
Investments (Note 2) 


Feature films (Note 1 c)) 
Less: Accumulated amortization 


Fixed assets (Note 1 d)): 
Land 


Excess of cost of shares of subsidiaries over book value of their net 
assets at date of acquisition (Note 1 a)) 


__1977 


$ 5,347,621 
3,169,726 
224,480 
311,352 


9,053,179 
305,000 
39,775 


691,503 
691,503 


232,697 
7,785,965 


8,018,662 
4,558,442 


3,460,220 


2,855,641 


$15,713,815 


2,799,599 


436,215 


6,466,604 


15,963 


__ 689,081 


190,167. 


7,464,131 


2 7,654,328 


__ 4,133,953 


3,520,375 


2,868,817 


LIABILITIES 


Current liabilities: 
Accounts payable and accrued liabilities 
Income taxes payable 
Current portion of long-term debt 


_ Long-term debt (Note 3) 
Less: Current portion 


Deferred income taxes (Note 1 e)) 


SHAREHOLDERS’ EQUITY 
Capital stock (Note 4) 


Retained earnings 


APPROVED BY THE BOARD: 


Director 


Director 


1977 


$ 915,313 
1,320,009 
209,452 


2,444,774 


3,045,899 
209,452 


2,836,447 
290,410 


505,000 


9,637,184 
10,142,184 


$15,713,815 


1976 


$ 1,136,535 


1,457,950 
159,258 


_9.753,743 
3,245,742 
159,258 


. 3,086,484 


156,521 


530,000 


6,825,011 
7,355,011 


$1 3,351,759 
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Tele-Capital Ltd. and subsidiaries 


CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


Year ended August 31 


Revenue: 
Television broadcasting 
Radio broadcasting 
Production and other 


Less: Commission expense 


Expenses: 
Operating costs, excluding the undernoted expenses 
Depreciation 
Interest — 
Long-term debt 


Earnings before income taxes and extraordinary items 
Income taxes (Note 1 e)): 


Deferred 


Earnings before extraordinary items 


Extraordinary items: 
Reduction in income taxes due to carry forward of prior years’ losses ... 
Write-off of the excess of the cost of shares of an associated company over 
the underlying book value of the net assets, and losses on disposal 
of investments 


Net earnings for the year 


Retained earnings at beginning of year 


Dividends: 
Preferred shares — 50¢ per share 
Common shares — 30¢ per share; 1976 — 28¢ 


Retained earnings at end of year 


Net earnings per common share (note 5) — 
Before extraordinary items 


After extraordinary items 


1977 


$12,772,315 
4,245,969 


1,946,226 


18,964,510 
877,602 


18,086,908 


10,585,040 
470,603 


359,214 


11,414,857 


6,672,051 


3,063,114 
133,889 


3,197,003 


3,475,048 


3,475,048 


6,825,011 


10,300,059 


17,125 


645,750 


662,875 


$ 9,637,184 


2,401,231" 
oo 47,860 . 
 oaanl sy) 


439,035 


4,616,233 
7,445,411 


24,000 


596,400 


620,400 © 


ein 


$1.32 


Tele-Capital Ltd. and subsidiaries 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year ended August 31 


Source of funds: 


Net earnings before extraordinary items .......... 


Items not affecting working capital — 


Depreciation and amortization ............... 
Deferred income taxesS..................000e 


OOF) Den oedMulO OC Ont cmoelech 


Reduction in current income taxes due to carry-forward of prior years’ 


IOSSCS rarest ttn ote ie ee chen tale 
Decrease in loans to certain officers and employees 
Issuerolicommon:shareSmrn. ances essere eee coe e. 
Proceeds from fixed assets sold ................. 


Application of funds: 


RaGitions tO TIX6d ASSOlS) jcc nce ooh sie ce eee ewes 
DSCICASe ONG GINWOSOL foc t in cs oe ck ear atn selec ened eaten We 
Investment in feature films ...................... 
DIVIGEIIC Siren nth hie oie once woke w aeee ws cial exec ened 
Redempuonrorpreteired shares Seec0i.. 22... ec eek cae desea eee ees s 


increase Mm’ WONKING CaDital <0... cna. ce ves wale «eh ese: 


Working capital at beginning of year.................. 
Working capital. at iend) Of Years. was 2b iians cmertiataet ws 


Québec, Canada, October 13, 1977 


AUDITORS’ REPORT 


To the Shareholders of Tele-Capital Ltd.: 


We have examined the consolidated balance sheet of 
Tele-Capital Ltd. as at August 31, 1977 and the 
consolidated statements of earnings and retained 
earnings, and changes in financial position for the year 
then ended. Our examination was made in accordance 
with generally accepted auditing standards, and 
accordingly included such tests and other procedures 
as we considered necessary in the circumstances. 


felew. ca ee (eee) sew sl ee wwe ww, 


ove) 10 slim) a (el \s, 0 (e).s)(m 0) e) u elle, 6) <0 


ei Otho Oe Oe Dat Ol ithe ior a 


Ce 


@.ale) ele le 6 0 (s) 8 ©! s!.0) © s)(0, 10. 9) 's 


In our opinion, these consolidated financial statements 
present fairly the financial position of the Company as 


1977 


$3,475,048 


470,603 
133,889 


(22,935) 


4,056,605 


175,000 
150,000 
7,953 


4,389,558 


403,630 
250,037 

2,472 
662,875 
175,000 


1,494,014 


2,895,544 


3,712,861 
$6,608,405 


1976 


$2,390,143 


592,733 
47,860 
86,703 


3,417,439 


631,236 
100,000 


19,785 


3,868,460 


797,149 
159,258 

9,037 
620,400 
100,000 


1,685,844 


2,182,616 


1,530,245 
$3,712,861 


at August 31, 1977 and the results of its operations 
and the changes in its financial position for the year 
then ended, in accordance with generally accepted 
accounting principles applied on a basis consistent 
with that of the preceding year. 


Chartered Accountants 
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Tele-Capital Ltd. and subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS asat August 31, 1977 


1. Summary of significant accounting policies: 
(a) Principles of consolidation — 
The consolidated financial statements include the accounts of Tele-Capital Ltd. and all its subsidiaries. 


In respect of subsidiaries purchased on September 1, 1972, the Company does not intend to amortize 
the excess of the consideration paid for the shares of those subsidiaries over the underlying book value 
of their net assets, because management believes that this excess has a real and continuing value. 
The excess in respect of the subsidiaries purchased after that date is being amortized over 20 years. 


(b) Prepaid television rights to films — 


Rights to telecast feature films and television series are purchased under contracts for periods not 
exceeding five years. The payments made in accordance with these contracts are recorded as assets 
which are subsequently charged to operations as the films are presented, using an average cost per run 
calculated based on the total contract cost and the number of authorized runs. 


(c) Feature films — 


Feature films are stated at cost less any portion thereof which may correspond to a contractual liability 
payable upon receipt of revenue from the distribution of those films. They are amortized over a three- 
year period at rates of 60%, 24% and 16% respectively from the date on which each film begins producing 
revenue. These rates are applied on cost to the extent that the accumulated amortization does not 
exceed cost less the applicable contractual liability. 


(d) Fixed assets and accumulated depreciation — 


Fixed assets are recorded at cost except certain fixed assets of a subsidiary which were written up by 
$162,170 on September 1, 1971, to reflect their depreciated replacement cost. Fixed assets acquired 
prior to September 1, 1972, are depreciated on the diminishing balance method at the maximum rates 
allowed for income tax purposes. Fixed assets purchased since that date are depreciated on the straight- 
line method over their estimated useful lives as follows: 


Buildings — 30 years 


Technical equipment — 8 to 15 years 
Furniture — 10 years 


(e) Income taxes — 


Income taxes charged against earnings include a provision for deferred taxes resulting from certain 
items being reported for tax purposes in different periods than for financial reporting purposes. Deferred 
income taxes shown on the balance sheet result from the accumulated excess of capital cost allowance 
claimed for tax purposes over depreciation charged in the accounts. 
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2. Investments: 


Investments consist of a 40% interest in Les Productions du Verseau Inc. which is being accounted for 
on the equity method less the excess of the consideration paid for those shares over the underlying book 
value of its net assets which was written-off during the year ended August 31, 1976. 


3. Long-term debt: 


Tele-Capital Ltd. — 
Series A debentures, 10/2%, the balance of which is repayable in 
four annual instalments beginning May 15, 1978. 
Series B debentures, 12%, repayable in six annual instalments 
beginnning May 15, 1982. 


Immeubles Télé-Capitale Ltée — 
Mortgage loan, 9%, repayable in monthly instalments of $2,935 
(capital and interest) 
Mortgage loan, 13%, repayable in monthly instalments of $482 
(capital and interest) 


1977 


$ 950,000 
1,800,000 


295,899 


$3,045,899 


The instalments due on the long-term debt during the next five years are as follows: 


1978 — $210,000; 1979— $262,000; 1980 — $264,000; 


1981 — $266,000; 1982 — $268,000. 


1976 


$1,100,000 
1,800,000 


304,554 


41,188 


$3,245,742 


The debentures are secured under a trust deed by a first floating charge on all present and future property 


of the Company. 


The trust deed contains certain covenants especially in respect of payment of dividends, the issue of 


additional long-term debt and the minimum consolidated working capital to be maintained. 
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4. Capital stock: 


Authorized — 
307,500 preferred shares of $10 
par value each, issuable in 
series 


3,150,000 Class A common 
shares, without par value’ 


350,000 Class B common shares, 
without par value 


Issued — 
Series B preferred shares 5% 
cumulative, redeemable con- 
vertible 30,500 shs $305,000 


Class A common shares 2,548,725 shs $4,926,942 


Less: Class A common shares m 
held by a_ wholly-owned 


subsidiary .610,600 shs 4,732,150 
Class A common shares out- 
standing 1,938,125 shs $194,792 
Class B common shares 292,875 shs $ 555,458 


Less: Class B common shares 
held by a_ wholly-owned 


subsidiary 71,000 shs 550,250 
Class B common shares out- 
standing 221,875 shs 5,208 200,000 


$505,000 


Subject to certain conditions of the supplementary letters patent, the directors may issue the 307,500 
preferred shares in one or more series and fix before issuance the designation, rights, restrictions, con- 
ditions and limitations to be attached thereto. 


Pursuant to the creation of a share incentive plan for certain key employees of the Company and its 
subsidiaries, supplementary letters patent were obtained in 1976 which provided for the creation of 75,000 
Series B preferred shares and the cancellation of the Series A preferred shares previously authorized. 
The Series B preferred shares have a par value of $10 each and carry 5% cumulative dividends. Each 
share is convertible until August 31, 1980, into two Class A common shares. During the year, 2,500 pre- 
ferred shares were redeemed and 15,000 preferred shares were converted into 30,000 Class A common 
shares. 61,000 common shares are reserved for possible conversion of the Series B preferred shares. 


The Company has granted loans to a Trustee acting on behalf of the participants in the share incentive 
plan. These loans amounting to $305,000 at August 31, 1977, bear interest at 6% per annum, and mature 
on August 31, 1980, or earlier in the case of certain events. 


Subject to the prior rights to dividends of the preferred shares issued or which may be issued, the Class 
A common shares carry a prior right to dividends to the extent of $0.24 per share per year. After that 
amount per share has been paid or set apart for payment, the Class B common shares are entitled to 
dividends of $0.24 per share per year. The Class A and Class B common shares participate equally, 
share for share, in any additional distribution of dividends in any one fiscal year. Dividends on Class A 
and Class B common shares are non-cumulative. The Class A common shares are non-voting unless 
and until their holders fail to receive, during 24 consecutive months, dividends at the minimum annual rate 
of $0.24 per share. 


. Net earnings per common share: 
Earnings per Class A and Class B common shares, have been computed after deduction of the dividends 


on preferred shares, but without taking into account the dilution related to the possible conversion of 
30,500 issued Series B preferred shares, since its effect would not be significant. 


. Statutory information: 


1977 1976 
Remuneration of the Company’s eight directors, as directors $ 40,150 $ 42,350 


Remuneration of the Company’s ten officers, as officers 404,825 355,838 


Two officers are also directors. 


. Commitments: 


Under film rental agreements relating to television programming, the Company is committed to pay $416,000 
in future years, $301,000 of which falls due within the next twelve months. 


The construction of a new television station in Rimouski will involve capital expenditures of approximately 
$2,170,000 during the year ending August 31, 1978. 


. Federal government anti-inflation program: 


Under the anti-inflation legislation, dividends per share during the two years ending October 13, 1977 and 
1978, may not exceed $0.30 and $0.40 respectively. 


is) 


1 CHRC, the number one radio station in 
Québec, and CHOI-FM, the most popular 
FM station in the area, participate in many 
community projects. At EXPO-QUEBEC, 
both stations broadcast live program- 
ming from the exhibition grounds, to the 
delight of the public. 


2 Advertising messages produced by 
CFCM-TV and CKMI-TV won a total of six 
awards in the Cross-Canada contest 
organized by TvB Television Bureau of 
Canada. Producers of the winning com- 
mercials Denis Lavoie, Jean-Pierre Vogel 
and Pat O’Hara cluster around Albert 
Paquet, manager of the commercial 
production department. 


3 A new show for the kindergarten set is 
TOURLOU TOURNE, a half hour of fantasy, 
five days a week. Claude Steben, Fran- 
cine Chainé, Serge Guérin and marion- 
ettes keep children amused on CFCM-TV. 


4A highlight of Québec’s summer festival 
is the Rothman Grand Prix, an outstanding 
equestrian event. CFCM-TV was on hand, 
with its mobile equipment, to produce a 
90-minute program for the TVA network. 


5 A weekly program for and about the senior 
citizen, COMMENT CA VA LES JEUNES- 
SES, on CFCM-TV was one of the CAN- 
PRO 77 winners. Claude Mercier is host. 


6 CKLM remains close to its audience of 
young listeners by taking part in local 
sports confrontations and other activities. 
lts baseball team, the CKLM “CHUMS" 
spread good cheer wherever they play. 


Denis Bergeron, program director of 
CKLM, is proud of the awards earned by 
the station, including gold records and a 
trophy for the “best disco station in Can- 
ada’. 


FIVE YEAR 
FINANCIAL REVIEW 


TElé-CAPITAL UD. 


and subsidiaries 


DONNEES SUR OPERATING DATA: 


L’EXPLOITATION : 
Revenus $18,965 ) 11,061 Revenue 
Commissions encourues 878 | | Commission expenses 
18,087 

Frais d’exploitation 10,585 9 Operating expenses 

Amortissement 471 0: Depreciation 

Intéréts — Interest — 
Dette a long terme Long-term debt 
Autres Other 

Bénéfices avant impdt Earnings before income 
sur le revenu taxes 


Impots sur le revenu Income taxes 


Bénéfices avant postes 
extraordinaires 
Postes extraordinaires 


Earnings before 
extraordinary items 
Extraordinary items 


Bénéfices nets Net earnings 


Fonds provenant de Funds from 
‘exploitation operations 

* 2.841,600 actions ordinaires dont 681,600 * 2.841.600 common shares were issued, 
actions sont détenues par une filiale ont éte 681,600 of which are held by a subsidiary. 2,130,000 
émises : 2,130,000 During the year 1977, 15,000 preferred shares 
Durant l'année 1977, 15,000 actions privilegiées were converted into 30,000 common shares: 30,000 
ont été converties en 30,000 actions ordinaires : 30,000 ; 2,160,000 


2,160,000 
A Calendar years; 1977 prices are as at August 31. 
A Mois de calendrier, les prix en 1977 sont au 
31 aodt. 


**Listed on the Montréal and Toronto stock ex- 
** Inscrite aux bourses de Montréal et de Toronto. changes. 


TELE-CAPITALE LTEE** = Enmiilliers de dollars 
31 aodat Sauf les montants par action 


REVUE FINANCIERE 
DES CINQ DERNIERES ANNEES : 


DONNEES DU BILAN : 


Actif a court terme 
Passif a court terme 
Fonds de roulement 
Immobilisations — net 
Total de l’actif 

Dette a long terme 
Avoir des actionnaires 


DONNEES SUR LES 
ACTIONS ORDINAIRES : 


Valeur aux livres 
Valeur au marché 
Haut : A 
Bas :A 
Bénéfices par action 
avant postes 
extraordinaires 
apres postes 
extraordinaires 1.60 
Dividendes déclarés 0.30 


Nombre d’actions* 2,160,000 


TELE-CAPITAL LTD** 
August 31 


000 omitted 
Except for amounts per share 


FIVE YEAR FINANCIAL 
REVIEW: 


BALANCE SHEET DATA: 


Current assets 
Current liabilities 
Working capital 
Fixed assets — net 
Total assets 
Long-term debt 
Shareholders’ equity 


COMMON STOCK 
DATA: 


Book value 

Market value 
A High 
ZA Low 

Earnings per share 
before extraordinary 
items 
after extraordinary 
items 

Dividends declared 


* Number of shares 
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